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EQUIPMENT LEASE, ASSIGNMENT, 
CHATTEL MORTGAGE AND SECURITY AGREEMENT 

THIS AGREEMENT dated as of June 1, 1970 among GEORGE D. 
MACKAY and EDWARD E. CASTANS, not In their individual capacities 
but as Trustees under a Trust Agreement dated as of May 1, 1970 
(the "Lessor"), UNITED STATES LEASING INTERNATIONAL, INC., a 
California corporation, as agent for the Lessor (the "Agent"), 
CANADIAN NATIONAL RAILWAY COMPANY, a Canadian corporation (the 
"Lessee") and the parties named In the Designation of Lenders 
attached hereto (collectively the "Secured Parties" and individu
ally the "Secured Party"). 

W I T N E S S E T H : 

WHEREAS the Lessee has agreed to purchase certain rail
road equipment (hereinafter referred to collectively as the "Equip
ment" and individually "Item of Equipment") described in Schedule I 
attached hereto and made a part hereof from the manufacturer thereof 
identified, in said Schedule I (the "Manufacturer") for the purchase 
prices set forth in said Schedule I; and 

WHEREAS the Lessee desires to lease the Equipment at the 
rentals and. for the terms and upon the conditions hereinafter pro
vided; and 

WHEREAS the Lessor and the Lessee have heretofore entered 
into an Agreement to Acquire and Lease dated as of May 1, 1970 
(the "Acquisition Agreement") providing for the acquisition by 
the Lessor from said manufacturer of the Equipment and the lease 
thereof to the Lessee subject to the delivery of the Equipment by 
said manufacturer and acceptance thereof by the Lessee, as lessee, 
and the completion of arrangements by the Lessor to finance the 
acquisition of the Equipment on or before November 30, 1970; and 

WHEREAS the Lessor and the Lessee have heretofore further 
entered into an Equipment Lease dated as of May 1, 1970 whereby 
the Lessee was enabled to take delivery of all or a portion of the 
Equipment, as lessee, prior to completion of such financing arrange
ments and to the execution and delivery of this Agreement; and 
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WHEREAS the Acquisition Agreement provides that in the 
event the financing by the Lessor of its acquisition of any Items 
of Equipment is not completed as contemplated in the Acquisition 
Agreement, the Lessee is required to purchase such Items of Equip
ment from the Lessor; and 

WHEREAS the Secured Parties desire to provide financing 
to the Lessor as contemplated by the Acquisition Agreement under 
the terras and provisions hereof, and the Lessor and the Lessee 
desire that such financing be so provided, and said parties desire 
that this Agreement shall hereafter evidence the lease terras and 
provisions and the other matters herein provided in respect of the 
Equipment In lieu of the terms and the provisions of said Equipment 
Lease dated as of May 1, 1970, and herein below each such party 
executes this Agreement as evidence thereof; 

NOW, THEREFORE, in consideration of the premises and of 
the sums to be paid and the covenants hereinafter provided to be 
kept and performed, the parties hereto agree as follows: 

DEFINED TERMS 

Except as the Introduction to Part II hereof or the 
context otherwise specifies or requires, each of the following 
terms shall, when used in this Agreement, have the meaning 
indicated: 

Trust Agreement; The term "Trust Agreement" shall mean the Trust 
Agreement dated as of May 1, 1970 among George D. MacKay and 
Edward E. Castans, as Trustees, United States Leasing International, 
Inc., as agent for the Trustees, and Union Bank, as Trustor, as 
supplemented or amended from time to time. 

Trustor: The term "Trustor" shall mean Union Bank, a California 
banking corporation and any corporation succeeding thereto by 
merger, consolidation or acquisition of all or substantially all 
of its assets as an entirety. 

Loan Agreements: The terra "Loan Agreements" shall mean the separate 
Loan Agreements dated as of June 1, 1970 among the Trustees, the 
Agent and each of the Secured Parties, respectively, as supplemented 
or amended from time to time. 

Note or Notes; The term "Note" shall mean any of, and the temi 
"rlotes" shall mean all of, the 10-1/8^ Secured Notes due 1971-1990 
of the Trustees Issued and outstanding under the Loan Agreements. 
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PART I 

Provisions Relating to the lease and Delivery of the Equipment, Rentals 
Reserved etnd Duties amd Obligations cf the Lessee in respect of the 
Equipment. This Part I is hereinafter for convenience sometimes referred 
to as the "Lease". 

SECTION 1. MAMUFACTUR5 AtlD DEI.rfflHY OF EQUIPfrlEI'IT. 

1.1. As more fally set forth in the preambles hereto and the 
Acquisition Agreement referred to therein the Lessor is acquiring the 
Equipment, and upon delivery of each Item of Equipment by the Manufacturer 
thereof, the Lessor shall lease and let such Item of Equipment to the 
Lessee and the Lessee shall hire such Item of Equipment from the Lessor 
for the rental and on and subject to the terms and conditions herein set 
forth. 

1.2. Upon delivery of each Item of Equipment by the ̂ !ianufacturê  
thereof the Lessee vjill inspect such Item of Equipment and if such Item of 
Equipment tendered for delivery appears to meet the specifications, the 
Lessee will accept delivery thereof and execute and deliver to such 
Manufacturer and Lessor duplicate Certificates of Acceptance, substantially 
in the form of Schedule II attached hereto and made a part hereof. The 
Lessor and the Lessee acknowledge and agree that Certificates of Acceptance 
heretofore or hereaf"cer executed by the Lessee which refer to the Equipment 
Lease dated as of May 1, 1970 shall for all purposes be deemed to evidence 
and confirm delivery under this Agreement of the Items of Equipment described 
therein. 

1.3» The Lessee's execution and delivery to the Lessor of the 
Certificates of Acceptance with respect to each Item of Equipment shall 
conclusively establish that each Item of Equipment is acceptable to and ac
cepted by the Lessee hereunder, notvjithstanding any defect with respect to 
design, manufacture, condition or in any other respect, and that each Item of 
Equipment is in good order and condition and appears to conform to the 
specifications applicable thereto and to all applicable Canadian Transport 
Commission and United States Department of Transportation and all other foreign 
or domestic governmental agency requirements and specifications, if any. The 
Lessee represents that it has no knowledge of smy such defect. 

l . k . Without limiting the covenants and agreements of the Lessee 
herein expressed, the Lessee represents and warrants that from the date of 
delivery of any Item of Equipment described in Schedule I hereto, it has not 
and shall not, xmtil the deposit of this Agree.ment in the office of the Registrar 
General of Car.ada pursuant to Section l48 of the Railway Acx, trsmsfer, convey, 
mortgage or charge the title to any said Item of Equipment in any manner 
inconsistent with its intares* as lessee hereunder. 

SECTION 2. RENTALS A^D PAYI''IEI'n? a<lTES. 

2.1. Rentals for Equipment. The Lessee agrees to pay the Lessor 
the following rental for each Item of Equipment leased hereunder: 
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(a) Fixed Rental. For each Item of Equipment in Schedule 
I hereto, forty (̂ 0) semi-annual installments of 
Fixed Rental each payable in advance. Installments 
of Fixed Rental payable hereunder shall be in the 
amount provided for each Item of Equipment in 
Schedule I hereto, 

(b) Daily Interim Rental. For each Item of Equipment, 
the amount per day provided for such Item of Equip
ment in Schedule I hereto for the period, if any, 
from the date of payment of the Invoice for the 
purchase of such Item of Equipment to and including 
the due date of the first installment of Fixed 
Rental as set forth in Section 2.2 hereof. 

2.2. Rental Payment Dates. The first Installment of 
Fixed Rental and the total amount of the Dally Interim Rental for 
all Items of Equipment delivered to the Lessee hereunder shall be 
due and payable on the earlier of (i) the tenth business day after 
delivery of all Items of Equipment to the Lessee hereunder has been 
completed as evidenced by the Certificates of Acceptance, or (ii) 
November 30, 1970. All remaining installments of Fixed Rental for 
all Items of Equipment shall be due and payable semi-annually 
commencing six calendar months after the first Fixed Rental pay
ment date. 

2.3» All payments by the Lessee provided for in this 
Agreement to be made to the Lessor shall be made in U. S, Dollars, 
free and clear of all charges for transfer or negotiation to the 
Lessor at 633 Battery Street, San Francisco, California 9'*111, or 
at such other place as the Lessor or its assigns shall specify in 
writing. 

2.^. This Agreement constitutes a "net lease" of the 
Equipment by the Lessee and the Lessee shall not be entitled to 
any abatement of rent or reduction thereof, including, but not 
limited to, abatements or reductions due to any present or future 
claims of the Lessee against the Lessor hereunder or otherwise 
or against the Manufacturer of the Equipment, nor, except as other
wise expressly provided herein, shall this Agreement terminate, 
or the respective obligations of the Lessor or the Lessee be other
wise affected, by reason of any defect in or failure of title of 
the Lessor to the Equipment or any defect in or damage to or loss 
or destruction of all or any of the Equipment from whatsoever 
cause, the taking or requisitioning of the Equipment by condemna
tion or otherwise, the lawful prohibition of the Lessee's use of 
the Equipment, the interference with such use by any private per
son or corporation, the invalidity or unenforceability or lack of 
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right, power or authority of the Lessor to enter into this Agree
ment with the Lessee, or for any other cause whether similar or 
dissimilar to the foregoing, any present or future law to the 
contrary notwithstanding, it being the intention of the parties 
hereto that the rents and other amounts payable by the Lessee 
hereunder shall continue to be payable In all events unless the 
obligation to pay the same shall be terminated pursuant to Section 
11 hereof, or until, pursuant to Section 13 hereof, the Equipment 
is placed and ready for delivery to Lessor on the Lessee's lines, 
or is stored for the Lessor on the Lessee's lines, or leaves the 
Lessee's lines for off-line delivery to the Lessor. 

SECTION 3. TERM OF THE LEASE. 

The lease term as to each Item of Equipment shall begin 
on the date of delivery to and acceptance by the Lessee of such 
Item of Equipment and, subject to the provisions of Section 11 
hereof, shall with respect to the Equipment as shown on Schedule I 
hereto terminate 20 years after the date for payment of the first 
installment of Fixed Rental provided for in Section 2.2 hereof, 
said term being hereinafter called the "lease term". 

SECTION 4. OWNERSHIP AND MARKING OF THE EQUIPMENT. 

4.1. The Lessor, as between the Lessor and the Lessee, 
shall and hereby does retain full legal title to the Equipment not
withstanding the delivery thereof to and the possession and use 
thereof by the Lessee. 

4.2. The Lessee will cause each Item of Equipment to be 
kept numbered with its road number as set forth in Schedule I and 
will keep and maintain, plainly, distinctly, permanently and con
spicuously marked by a plate or stencil printed in contrasting 
color upon each side of each Item of Equipment in letters not less 
than one inch in height as follows: 

"Leased from United States Leasing International, Inc. 
as Agent for Owner-Trustee, and subject to a Security 
Interest Recorded with the I.C.C. and the Registrar-
General of Canada." 

with appropriate changes thereof and additions thereto as from time 
to time may be required by law in order to protect the title of the 
Lessor to such Item of Equipment, its rights and the rights of the 
Secured Parties under this Agreement. The Lessee will not place 
any such Item of Equipment in operation or exercise any control or 
dominion over the same until the required legend shall have been 
so marked on both sides thereof and will replace promptly any such 
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names and word or words which may be removed, defaced or destroyed. 
The Lessee will not change the road number of any Item of Equipment 
except with the consent of the Lessor and in accordance with a 
statement of new road numbers to be substituted therefor, which 
consent and statement previously shall have been filed with the 
Lessor by the Lessee and filecS, recorded or deposited in all public 
offices where this Lease shall have been filed, recorded or deposited. 

4.3. Except as above provided, the Lessee will not 
allow the name of any person, association or corporation to be 
placed on the Equipment as a designation that might be interpreted 
as a claim of ownership; provided, however, that the Lessee may 
cause the Equipment to be lettered with the names or initials or 
other Insignia customarily used by the Lessee or its affiliates 
on railroad equipment used by it of the same or a similar type 
for convenience of identification. 

4.4. The Lessee shall Indemnify the Lessor, the Agent, 
the Trustor and the Secured Parties and their respective successors 
and assigns against any liability, loss or expense incurred by any 
of them as a result of the aforesaid marking of the Equipment with 
such name, initials or insignia. 

SECTION 5. DISCLAIMER OP WARRANTIES. 

AS BETWEEN LESSOR AND LESSEE, LESSOR LEASES THE EQUIP
MENT, AS-IS WITHOUT WARRANTY OR REPRESENTATION, EITHER EXPRESS OR 
IMPLIED, AS TO (a) THE FITNESS OR MERCHANTABILITY OF ANY ITEM OR 
ITEMS OP EQUIPMENT, (b) THE LESSOR'S TITLE THERETO, (c) THE 
LESSEE'S RIGHT TO THE QUIET ENJOYMENT THEREOF, OR (d) ANY OTHER 
MATTER WHATSOEVER, IT BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN 
THE LESSOR AND THE LESSEE ARE TO BE BORNE BY THE LESSEE. The 
Lessor hereby appoints and constitutes the Lessee its agent and 
attorney-in-fact during the term of this Lease to assert and en
force, from time to time, in the name and for the account of the 
Lessor and the Lessee, as their interests may appear, but in all 
cases at the sole cost and expense of the Lessee, whatever claims 
and rights the Lessor may have as owner of the Equipment against 
any manufacturers or contractors in respect thereof. 

SECTION 6. LESSEE'S INDEMNITY. 

6.1. The Lessee shall defend. Indemnify and save harmless 
the Lessor, the Agent, the Trustor and the Secured Parties and 
their successors and assigns from and against: 

(a) any and all loss or damage of or to the Equip
ment, usual wear and tear excepted, and 
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(b) any claim, cause of action, damages or 
liability, cost or expense (including counsel fees and costs 
in connection therewith) which may be incurred in any manner 
or by or for the account of any of them (1) relating to the 
Equipment or any part thereof, including without limitation 
the construction, purchase, delivery, installation, owner
ship, leasing or return of the Equipment or as a result of 
the use, maintenance, repair, replacement, operation or the 
condition thereof (whether defects are latent or discoverable 
by the Lessor or by the Lessee), except counsel fees or other 
costs or expenses Incurred by the Agent, Trustor, Lessor, or 
the Secured Parties with respect to their initial participa
tion in this transaction, including counsel fees, costs and 
expenses Incurred in the execution of all necessary documents, 
(ii) by reason or as the result of any act or omission of 
the Lessee for itself or as agent or attorney-in-fact for 
the Lessor hereunder, (lii) as a result of claims for patent 
Infringements, or (iv) as a result of claims for strict 
liability in tort. 

6.2. The indemnities and assumptions of liability in 
this Section 6 contained shall continue in full force and effect 
notwithstanding the termination of this Agreement, or the termina
tion of the term hereof in respect of any one or more Items of 
Equipment, whether by expiration of time, by operation of law or 
otherwise. The Lessee shall be entitled to control, and shall 
assume full responsibility for, the defense of such claim or 
liability. 

6.3. Notwithstanding anything contained In this Section 
6, the Lessee shall not be obligated to Indemnify or assume 
liability in respect of an Item of Equipment for any claim, cause 
of action, damages or liability to the extent that such claim, 
cause of action, damages or liability arises solely as a result 
of a situation or event occurring after such Item of Equipment 
has been returned to the Lessor pursuant to Section 13 or 15 here
of or after this Agreement with respect to such Item of Equipment 
has otherwise terminated; provided, however, that such Indemnities 
and assumption of liability shall not apply In respect of any 
matters referred to in subsection (a) or clause (1) or (11) of 
subsection (b) of Section 6.1 hereof, occurring after the termi
nation of this Agreement, except for any such matters occurring 
after the termination arising in connection with the Lessee's 
assembling, delivering, storing or transporting of the Equipment 
as provided in Sections 13 or as the case may be, 15, hereof. 
The foregoing does not guarantee a residual value. 
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SECTION 7. RULES. LAWS AND REGULATIONS. 

The Lessee agrees to comply with all governmental laws, 
regulations, requirements and rules foreign or domestic (including 
the rules of the Canadism Transport Commission and the United 
States Department of Transportation and the current Interchange 
Rules, or supplements thereto of the Mechanical Division, Associa
tion of American Railroads) with respect to the use, maintenance 
and operation of each Item of Equipment subject to this Agreement. 
In case any equipment or appliance on any such Item of Equipment 
shall be required to be changed or replaced, or in case any addi
tional or other equipment or appliance is required to be Installed 
on such Item of Equipment in order to comply with such laws, 
regulations, requirements and rules, the Lessee agrees to make 
such chsmges, additions and replacements at its own expense. 

SECTION 8. USE AND MAINTENANCE OF EQUIPMENT. 

The Lessee shall use the Equipment only in the manner 
for which it was designed and Intended and so as to subject it 
only to ordinary wear and tear. The Lessee shall, at its own 
cost and expense, maintain and keep the Equipment in good order, 
condition and repair, ordinary wear and tear excepted, suitable 
for use in Interchange. The Lessee shall not modify any Item of 
Equipment without the written authority and approval of the Lessor 
which shall not be unreasonably withheld. Any parts installed or 
replacements made by the Lessee upon any Item of Equipment (except 
such as are not required pursuant to Section 7 hereof and can be 
removed without damage to, or in any way affecting or impairing 
either the originally intended function or the use of, such 
Item of Equipment) shall be considered accessions to such Item 
of Equipment and title thereto shall be immediately vested in the 
Lessor, without cost or expense to the Lessor. 

SECTION 9. LIENS ON THE EQUIPMENT. 

The Lessee shall pay or satisfy and discharge any and 
all claims against, through, or under the Lessee and its successors 
or assigns which, if unpaid, might constitute or become a lien 
or a charge upon the Equipment, and any liens or charges which 
may be levied against or imposed upon any Item of Equipment as a 
result of the failure of the Lessee to perform or observe any of 
its covenants or agreements hereunder, but the Lessee shall not 
be required to pay or discharge any such claims so long as it 
shall, in good faith and by appropriate legal proceedings, con
test the validity thereof in any reasonable manner which will not 
affect or endanger the title and interest of the Lessor to the 
Equipment. The Lessee's obligations under this Section 9 shall 
survive termination of the Agreement, 
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SECTION 10. FILING, PAYMENT OF FEES AND TAXES. 

10.1. The Lessor will, at the sole cost and expense of 
the Lessee, make suitable arrangements to have this Agreement 
deposited with the Registrar General of Canada pursuant to Section 
148 of the Railway Act of Canada and to publish notice of such 
deposit in the Canada Gazette pursuant to said Section 148 and 
duly filed, registered or recorded in conformity with Section 20c 
of the Interstate Commerce Act and in such other places within or 
without Canada and the United States as the Lessor may reasonably 
require for the protection of its title or the liens and security 
interests granted by the Lessor to the Secured Parties pursuant to 
Section 16.1 hereof. The Lessee will, from time to time, do and 
perform any other act and will execute, acknowledge, deliver, file, 
register and record (and will re-file, re-register, or re-record 
wherever and whenever required) any and all further instruments 
required by law or reasonably requested by the Lessor, for the 
purpose of protecting the Lessor's title to, or the liens and 
security interests of the Secured Parties in, the Equipment to 
the satisfaction of the Lessor's or the Secured Parties' counsel 
or for the purpose of carrying out the intention of this Agreement, 
and in connection with any such action, will deliver to the Lessor 
proof of such filing and an opinion of the Lessee's counsel that 
such action has been properly taken. The Lessee will pay all 
costs, charges and expenses incident to any such filing, re-filing, 
registering, re-registering, recording, re-recording of any such 
Instruments or incident to the taking of such action. 

10.2. The Lessee, or the Lessor at the Lessee's expense, 
shall report, pay and discharge when due all license and regis
tration fees, assessments, sales, use and property taxes, gross 
receipts taxes arising out of receipts from use or operation of 
Equipment, and other taxes, fees and governmental charges similar 
or dissimilar to the foregoing (excluding any net income tax, 
provided that the Lessee agrees to pay that portion of any such 
net Income tax which is in direct substitution for, or which re
lieves the Lessee from, a tax which the Lessee would otherwise 
be obligated to pay under the terms of this Section), together 
with any penalties or Interest thereon, imposed by any state, 
federal or local government upon any Item of Equipment and whether 
or not the same shall be assessed against or in the name of the 
Lessor, the Agent, the Lessee, or the Trustor; provided, however, 
that the Lessee shall not be required to pay or discharge any 
such tax or assessment (i) so long as it shall, in good faith and 
by appropriate legal proceedings, contest the validity thereof 
in any reasonable manner which will not affect or endanger the 
title and Interest of the Lessor to the Equipment; however, the 
Lessee shall reimburse the Lessor for any damages or expenses 
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resulting from such failure to pay or discharge, or (11) as to 
assessments against or in the name of anyone other than the 
Lessee, until 20 days after written notice thereof shall have 
been given to the Lessee. 

SECTION 11. PAYMENT FOR CASUALTY OCCURRENCE FOR EQUIPMENT. 

11.1. In the event that any Item of Equipment shall 
be or become lost, stolen, destroyed, or, in the opinion of the 
Lessee, irreparably damaged or damaged beyond economic repair, 
or shall be requisitioned or taken over by any governmental 
authority under the power of eminent domain or otherwise during 
the lease term (any such occurrence, except for any requisition 
which by its terms does not exceed the remaining lease term, 
being hereinafter called a Casualty Occurrence), the Lessee 
shall promptly and fully (after It has knowledge of such 
Casualty Occurrence) inform the Lessor in regard thereto. 

11.2. When the aggregate Casualty Value (as herein 
defined) of Items of Equipment described in any given subpart of 
Schedule I having suffered a Casualty Occurrence (exclusive of 
Items of Equipment described in such Schedule having suffered a 
Casualty Occurrence with respect to which a payment shall have 
been made to the Lessor pursuant to this Section 11) shall 
exceed $60,000 the Lessee shall, on the next succeeding rental 
payment date, pay to the Lessor a sum equal to the Casualty 
Value of such Item or Items of Equipment as of the date of such 
payment; provided, that notwithstanding the foregoing the Lessee 
shall on the last applicable rental payment date of each calen
dar year pay to the Lessor a sum equal to the Casualty Value 
of any Item or Items of Equipment which have suffered a Casualty 
Occurrence during such calendar year or any prior year for which 
no payment has previously been made to the Lessor pursuant to 
this Section 11. 

11.3. Upon (and not until) payment of the Casualty 
Value in respect of any Item or Items of Equipment, the obliga
tion to pay rental for such Item or Items of Equipment (Including 
the Fixed Rental Installment due on the Casualty Value payment 
date) shall terminate, but the Lessee shall continue to pay 
rental for all other Items of Equipment. The Lessee shall pay 
when due all rental payments as to an Item or Items due prior 
to the date on which the Casualty Value thereof is payable. 
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11.4. The Lessee shall, as agent for the Lessor, dis
pose of such Item or Items of Equipment as soon as it is able 
to do so for the best price obtainable. Any such disposition 
shall be on an "AS IS", "WHERE IS" basis without representation 
or warranty, express or implied. As to each separate Item of 
Equipment so disposed of the Lessee may retain all amounts of 
such price plus any insurance proceeds and damages received by 
the Lessee by reason of such Casualty Occurrence up to the Casualty 
Value attributable thereto and shall remit the excess, if any, 
to the Lessor. In disposing of such Item or Items of Equipment, 
the Lessee shall take such action as the Lessor shall reasonably 
request to terminate any contingent liability which the Lessor 
might have arising after such disposition from or connected with 
such Item or Items of Equipment. 

11,5* If the Lessee shall have notified the Lessor 
that an Item or Items of Equipment have suffered a Casualty 
Occurrence prior to the commencement of Fixed Rental hereunder with 
respect thereto, the date of such Casualty Occurrence for such 
Item or Items shall be deemed to be one day after the due date 
of the first installment of Fixed Rental, 

11.6. The Casualty Value of each Item of Equipment 
shall be an amount determined as of the date the Casualty Value 
is paid as provided in this Section 11 (and not the date of the 
Casualty Occurrence) equal to that percentage of the original 
cost to the Lessor of such Item of Equipment as set forth in the 
Schedule of Casualty Value attached hereto as Schedule III. 

11.7. The Lessee shall bear the risk of and, except 
as hereinabove in this Section 11 provided, shall not be released 
from its obligations hereunder in the event of any Casualty 
Occurrence to any Item of Equipment after the date of this Agreement, 

11.8. In the event that during the lease term the use 
of any Item of Equipment is requisitioned or taken by any govern
mental authority under the power of eminent domain or otherwise 
for a period which does not exceed the remaining lease term, the 
Lessee's duty to pay rent shall continue for the duration of such 
requisitioning or taking. The Lessee shall be entitled to receive 
and retain for its ovm account all sums payable for any such 
period by such governmental authority as compensation for requi
sition or taking of possession to an amount equal to the rent 
paid or payable hereunder for such period, and the balance, if 
any, shall be payable to and retained by the Lessor as its sole 
property, 
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SECTION 12, ANNUAL REPORTS, 

12.1. On or before April 1 in each year, commencing 
with the year 1971 and provided a request therefore is made by 
the Lessor or any Secured Party, the Lessee will furnish to all 
such requesting parties an accurate statement, as of the end of 
thepreceding calendar year (a) showing the amount, description 
and numbers of the Items of Equipment then leased hereunder, the 
amount, description and numbers of all Items of Equipment that 
may have suffered a Casualty Occurrence during the preceding 12 
months or longer period between successive statements (or since 
the date of this Lease, in the case of the first such statement), 
and such other Information regarding the condition or repair of 
the Equipment as Lessor may reasonably request, and (b) stating 
that, in the case of all Equipment repainted during the period 
covered by such statement, the markings required by Section 4 
hereof shall have been preserved or replaced. 

12.2. The Lessor or any Secured Party shall have the 
right, at Its sole cost and expense, by its authorized represent
ative, to inspect the Equipment and the Lessee's records with 
respect thereto, at such times as shall be reasonably necessary 
to confirm to the Lessor or its assigns the existence and proper 
maintenance thereof during the continuance of this Agreement, 

SECTION 13. RETURN OF EQUIPMENT UPON EXPIRATION OF TERM. 

Upon the expiration of the lease term with respect to 
any Item of Equipment, the Lessee will, at its own cost and expense, 
at the request of the Lessor, deliver possession of such Item of 
Equipment to the Lessor upon such storage tracks of the Lessee as 
the Lessor may designate, or in the absence of such designation 
as the Lessee may select, and permit the Lessor to store such 
Item of Equipment on such tracks for a period not exceeding 90 days 
and transport the same at any time within such 90 day period to 
any reasonable place on the lines of the railroad operated by the 
Lessee or to any connecting carrier for shipment, all as directed 
by the Lessor upon not less than 30 days' written notice to Lessee. 
All movement and storage of each such Item is to be at the risk 
and expense of the Lessee. During any such storage period the 
Lessee will permit the Lessor or any person designated by it, 
including the authorized representative or representatives of 
any prospective purchaser of any such Item, to inspect the same. 
The assembling, delivery, storage and transporting of the Equip
ment as hereinbefore provided are of the essence of this Agreement, 
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and upon application to any court of equity having jurisdiction 
in the premises the Lessor shall be entitled to a decree against 
the Lessee requiring specific performance of the covenemts of 
the Lessee to so assemble, deliver, store and transport the Equip
ment. 

SECTION 14. DEFAULT. 

14.1. If, during the continuance of this Agreement, 
one or more of the following events ("Events of Default") shall 
occur: 

(a) Default shall be made in the payment of any part 
of the rental provided in Section 2 hereof and such default 
shall continue for ten days; or 

(b) The Lessee shall make or permit any unauthorized 
assignment or transfer of this Lease, or of possession of 
the Equipment, or any portion thereof, and shall fall or 
refuse to cause such assignment or transfer to be cancelled 
by agreement of all parties having any interest therein and 
to recover possession of such Equipment within 30 days; or 

(c) Default shall be made in the observance or per
formance of any warranty, representation or any other of the 
covenants, conditions and agreements on the part of the Lessee 
contained herein or in any other agreement in writing between 
the Lessee and the Lessor, the Trustor or the Agent concerning 
the Equipment, such agreement having been executed by an officer 
of the Lessee, and such default shall continue for 30 days 
after written notice from the Lessor to the Lessee, specifying 
the default and demanding the same to be remedied; 

(d) Any other proceeding shall be commenced by or 
against the Lessee for any relief under any bankruptcy or 
Insolvency laws, or laws relating to the relief of debtors, 
readjustments of indebtedness, reorganizations, arrangements, 
compositions or extensions (other than a law which does not 
permit any readjustment of the obligations of the Lessee 
hereunder), and. If instituted against the Lessee, are con
sented to or are not dismissed within 60 days after such 
proceedings shall have been commenced, unless all the obli
gations of the Lessee under this Lease shall have been duly 
assumed in writing, pursuant to a court order or decree, by 
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i. ; 

a trustee or trustees appointed in such proceedings or other
wise given a status comparable to obligations Incurred by 
such a trustee or trustees within 30 days after such appoint
ment, if any, or 60 days after such petition shall have been 
filed, whichever shall be earlier; 

then, in any such case, the Lessor, at its option, may: 

(1) proceed by appropriate court action or actions, 
either at law or In equity, to enforce performance by the . 
Lessee of the applicable covenants of this Agreement or to 
recover damages for the breach thereof; or 

(2) by notice in writing to the Lessee, terminate the 
Lessee's rights and privileges under this Agreement, where
upon all right of the Lessee to the use of the Equipment 
shall absolutely cease and terminate as though this Agreement 
had never been made, but the Lessee shall remain liable as 
hereinafter provided; and thereupon, the Lessor may by its 
agents enter upon the premises of the Lessee or other premises 
where any of the Equipment may be located and take possession 
of all or any of such Equipment and thence forth hold, possess 
and enjoy the same free from any right of the Lessee, or its 
successors or assigns, to use the Equipment for any purpose 
whatever; but the Lessor shall, nevertheless, have a right 
to recover from the Lessee any and all amounts which under 
the terms of this Agreement may be then due or which may 
have accrued to the date of such termination (computing the 
rental for any number of days less than a full rental period 
by a fraction of which the numerator is such accrued number 
of days and the denominator Is the total number of days in 
such full rental period) and also to recover forthwith from 
the Lessee (i) as damages for loss of the bargain and not as 
a penalty, a sum, with respect to each Item of Equipment, 
which represents the excess of the present worth, at the time 
of such termination, of all rentals for such Item which would 
otherwise have accrued hereiinder from the date of such ter
mination to the end of the term of this Agreement over the 
then present worth of the then fair rental value of such 
Item for such period computed by discounting from the end 
of such term to the date of such termination rentals which 
the Lessor reasonably estimates to be obtainable for the use 
of the Item during such period, such present worth to be 
computed in each case on a basis of a S% per annum discount, 
compounded semiannually from the respective dates upon which 

-14-



rentals would have been payable hereunder had this Agreement 
not been terminated, and (11) any damages and expenses, 
including reasonable attorney's fees, in addition thereto 
which the Lessor shall have sustained by reason of the breach 
by the Lessee of any covenauit or covenants of this Agreement, 
other than for the payment of rental. 

14.2. The remedies in this Section 14 provided in 
favor of the Lessor shall not be deemed exclusive, but shall be 
cumulative and shall be in addition to all other remedies in its 
favor existing at law or in equity. The Lessee hereby waives any 
mandatory requirements of law, now or hereafter in effect, which 
might limit or modify any of the remedies herein provided, to the 
extent that such waiver is permitted by law. The Lessee hereby 
waives any and all existing or future claims of any right to assert 
any off-set against the rental payments due hereunder, and agrees 
to make the rental payments regardless of any off-set or claim 
which may be asserted by the Lessee on its behalf in connection 
with the lease of the Equipment. 

14.3. The failure of the Lessor to exercise the rights 
granted it hereunder upon any occurrence of any of the contingencies 
set forth herein shall not constitute a waiver of any such right 
upon the continuation or recurrence of any such contingencies or 
similar contingencies. 

SECTION 15. RETURN OF EQUIPMENT UPON DEFAULT. 

15.1. If the Lessor shall terminate the Lessee's rights 
and privileges hereunder pursuauit to Section 14 hereof, the Lessee 
shall forthwith deliver possession of the Equipment to the Lessor. 
For the purpose of delivering possession of any Item of Equipment 
to the Lessor as above required, the Lessee shall at its own cost, 
expense and risk (except as hereinafter stated): 

(a) Forthwith place such Equipment in such reasonable 
storage place on the Lessee's lines of railroad as the 
Lessor may designate or, in the absence of such designation, 
as the Lessee may select; 

(b) Permit the Lessor to store such Equipment in such 
reasonable storage place on the Lessee's lines of railroad 
for a period not exceeding 90 days at the risk of the Lessee; 
smd 
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(c) Transport the Equipment, at any time within such 
90 clay period, to any place on the lines of railroad oper-
atecJ by the Lessee or to any connecting carrier for ship
ment, all as the Lessor may reasonably direct upon not less 
than 30 (Jays' written notice to the Lessee. 

15.2. The assembling, delivery, storage and transport
ing of the Equipment by the Lessee as hereinbefore provided are 
of the essence of this Agreement, and upon application to any 
court of equity having jurisdiction in the premises, the Lessor 
shall be entitled to a decree against the Lessee requiring 
specific performance of the covenants of the Lessee so as to 
assemble, deliver, store and transport the Equipment. 

15.3. Without in any way limiting the obligations of 
the Lessee under the foregoing provisions of this Section 15, the 
Lessee hereby irrevocably appoints the Lessor as the agent and 
attorney of Lessee, with full power and authority, at any time 
while the Lessee is obligated to deliver possession of any Items 
of Equipment to Lessor, to demand and take possession of such 
Item in the name and on behalf of Lessee from v;homsoever shall 
be at the time in possession of such Item. 

SECTION 16. ASSIGNMENTS BY LESSOR AND LESSEE: USE AND POSSESSION. 

16.1. In consideration of the execution by each Secured 
Party, respectively, of its separate Loan Agreement with the 
Lessor and the Agent and any loan by such Secured Party there
under to finance the purchase by the Lessor of the Equipment, and 
in order to secure the payment of the principal of and Interest 
on the Notes issued under such Loan Agreement according to their 
tenor and effect, and to secure the payment of such Notes and all 
principal thereof and interest thereon and all additional amounts 
and other sums at any time due and owing from or required to be 
paid by the Lessor under the terms of such Notes, Part II of this 
Agreement or such Loan Agreement (the "indebtedness hereby se
cured") and the performance and observance of all the covenants 
and conditions of the Lessor in such Notes and in Part II of this 
Agreement and in such Loan Agreement contained, the Lessor does 
hereby sell, convey, warrant, mortgage, assign, pledge, grant a 
security interest in, and hypothecate unto each Secured Party, 
respectively, its successors and assigns, forever, all and singu
lar the following described properties, rights, interests and 
privileges (all of which properties hereby mortgaged, assigned 
and pledged or intended so to be are collectively referred to in 
this Section 16.I and in Part II of this Agreement as the "mort
gaged property"), that is to say: 
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DIVISION I 

To Each Secured Party, Respectively; All Items of 
Equipment described In the subpart of Schedule I hereto identi
fied below opposite the name of each Secured Party: 

Items of Equipment 
Described In 

Schedules Hereto 
Secured Party Identified as Follows 

The Canada Life Assurance Company I-A 

Home Life Insurance Company I-B 

Puritan Life Insurance Company I-C 

together with all accessories, equipment parts and appurtenances 
appertaining or attached to any such Items of Equipment whether now 
owned or here-after acquired, and all substitutions, renewals and 
replacements of and additions, improvements, accessions and accumu
lations to any and all of such Items of Equipment together with all 
the rents. Issues, income, profits and avails therefrom. Including 
any proceeds of the sale of such Items of Equipment pursuant to 
Section 6 of the Acquisition Agreement. 

DIVISION II 

To Each Secured Party, Respectively: All right, title and 
interest or the Lessor, as Lessor, m , under and to this Agreement 
and all rents and other sums due and to become due thereunder includ
ing any and all extensions or renewals thereof in so far as the same 
cover or relate to the Equipment mortgaged to such Secured Party 
pursuant to Division I hereof (excepting and reserving, however, the 
initial Installment of Fixed Rental) and all right, title and interest 
of the Lessor in and to the amounts payable by the Lessee on account 
of the purchase price of such Equipment pursuant to Section 6 of the 
Acquisition Agreement It being the intent and purpose thereof that 
the assignment and transfer to such Secured Party of said rents and 
other sums due and to become due from the Lessor under this Agreement 
and the Acquisition Agreement shall be effective and operative imme
diately and shall continue in full force and effect and each Secured 
Party shall have tjhe right to collect and receive said rents and 
other sums due and to become due from the Lessor under this Agreement 
and the Acquisition Agreement shall be effective and operative imme
diately and shall continue In full force and effect and each Secured 
Party shall have the right to collect and receive said rents and other 
sums for application in accordance with the provisions of Section 23 
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hereof at all times during the period from and after the date of 
this Agreement until the indebtedness hereby secured has been fully 
paid and discharged. 

SUBJECT, HOWEVER, In the case of all such mortgages and 
grants, to (a) the right, title and Interest of the Lessee under 
this Agreement, and (b) the lien of current taxes and assessments 
not in default, or, if delinquent, the validity of which is being 
contested in good faith. 

TO HAVE AND TO HOLD the mortgaged property granted to 
each Secured Party, respectively, unto such Secured Party, its 
successors and assigns, forever; provided always, however, that 
these presents are upon the express condition that if the Lessor 
shall pay or cause to be paid all the indebtedness hereby secured 
and shall observe, keep and perform all the terms and conditions, 
covenants and agreements in Part II of this Agreement and in the 
Loan Agreements and the Notes contained, then these presents and 
the estate hereby granted and conveyed shall cease and this Agree
ment shall become null and void as between the Lessor and each 
Secured Party, otherwise to remain in full force and effect. 

The rental and other sums payable by the Lessee which 
are the subject matter of the mortgage and assignment to each 
Secured Party, respectively, as provided by this Section shall 
be paid to such Secured Party. Without limiting the foregoing, 
the Lessee further acknowledges and agrees that (i) the rights 
of each Secured Party, respectively, in and to the sums payable 
by the Lessee under any provisions of this Agreement shall not 
be subject to any abatement whatsoever, and shall not be subject 
to any defense, set-off, counterclaim or recoupment whatsoever 
whether by reason of or defect in Lessor's title, or any interrup
tion from whatsoever cause (other than from a wrongful act of such 
Secured Party) In the use, operation or possession of the Equip
ment or any part thereof, or any damage to or loss or destruction 
of the Equipment or any part thereof, or by reason of any other 
indebtedness or liability, howsoever and whenever arising, of 
the Lessor to the Lessee or to any other person, firm or corpora
tion or to any governmental authority or for any cause whatsoever. 
It being the Intent hereof that, except In the event of a wrong
ful act on the part of such Secured Party, the Lessee shall be 
unconditionally and absolutely obligated to pay such Secured Party 
all of the rents and other sums which are the subject matter of 
the mortgage and assignment to each Secured Party, respectively, 
as provided for by this Section, and (ii) such Secured Party shall 
have the sole right to exercise all rights, privileges and remedies 
(either In its own name or in the name of the Lessor for the use 
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and benefit of such Secured Party) which by the terms of this 
Agreement are permitted or provided to be exercised by the Lessor 
including but not limited to (a) the right to make all waivers 
and agreements, and (b) the right to give all notices, consents 
and releases, and (c) the right to take such action upon an Event 
of Default referred to In Section 14.1 hereof as shall be permitted 
by the terms of this Agreement or by law. 

16.2. So long as the Lessee shall not be in default 
under this Agreement, the Lessee shall be entitled to the possession 
and use of the Equipment in accordance with the terms of this 
Agreement, but, without the prior written consent of the Les
sor, the Lessee shall not assign, transfer or encumber its lease
hold interest under this Agreement in any of the Equipment (except 
to the extent that the provisions of any mortgage now or here
after created on any of the liens of railroad of the Lessee may 
subject such leasehold Interest to the lien thereof). The Les
see shall not, without the prior written consent of the Lessor, 
part with the possession or control of, or suffer or allow to 
pass out of Its possession or control, any of the Equipment, ex
cept to the extent permitted by the provisions of Sections l6,3, 
16,4 or 16.5 hereof. 

16.3. So long as the Lessee shall not be in default 
under this Agreement, the Lessee shall be entitled to the posses
sion of the Equipment and to the use thereof by the Lessee or by 
any other corporation which constitutes one of the "National Rail
ways" as that term is defined in the Canadian National Railways 
Act, or upon lines of railroads over which the Lessee or any such 
corporation has trackage or other operating rights or over which 
equipment of the Lessee or any such corporation is regularly 
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operated pursuant to contract and also to permit the use of the 
Equipment upon connecting and other railroads in the usual inter
change of traffic and to permit the sub-letting or lease tempo
rarily or to permit the emergency use by other parties of any 
Item of Equipment in the normal course of business, but only upon 
and subject to all the terms and conditions of this Agreement, 
No assignment, sublease or interchange entered into by the Lessee 
hereunder shall relieve the Lessee of any liability or obliga
tions hereunder which shall be and remain those of a principal 
and not a surety, 

16.4, Nothing in this Section l6 shall be deemed to 
restrict the right of Lessee to assign or transfer its leasehold 
interest under this Agreement in the Equipment or possession of 
the Equipment to any corporation (which shall have duly assumed 
the obligations hereunder of Lessee) into or with which the 
Lessee shall have become merged or consolidated or which shall 
have acquired the property of Lessee as an entirety or substan
tially as an entirety. 

16.5. Nothing in this Section I6 shall be deemed to 
restrict the right of the Lessee to sublease the Equipment to 
any corporation which constitutes one of the "National Railways" 
as that term is defined in the Canadian National Railways Act. 
No such sublease shall relieve the Lessee of any liability or 
obligation hereunder which shall be and remain those of a prin
cipal and not a surety. 

SECTION 17. REPRESENTATIONS AND WARRANTIES. 

17.1. The Lessor and the Agent each for Itself represent 
and warrant as follows: 

(a) On the delivery date for each Item of Equip
ment the Lessor shall have such title thereto as it re
ceived from the manufacturer or supplier thereof, 

(b) Any sale, assignment, transfer, mortgage or 
other disposition which the Lessor or the Agent may make 
of this Agreement or any Item of Equipment covered there
by, v;hether prior or subsequent to execution and delivery 
thereof, shall be made expressly subject to the terras and 
provisions of this Agreement and all rights of the Lessee 
thereunder. 
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(c) Neither the Lessor nor the Agent have created 
nor will they create any claim, lien or encumbrance 
against any Item of Equipment so as to interfere with 
or impair 

(i) the Lessee's possession and use of such 
Item of Equipment in accordance with the 
terms of this Agreement; or 

(ii) the title to any Item of Equipment which 
may be transferred or conveyed to the 
Lessee under other provisions of this 
Agreement. 

17.2. The Lessee represents and v;arrants the truth and 
accuracy of the matters contained in paragraphs (a) through (f) 
of Section I8.I hereof, 

SECTION 18. OPINIONS OF COUNSEL. 

18.1. Concurrently with the delivery and acceptance of 
the, first Item of Equipment hereunder, the Lessee will deliver to 
the'Lessor five counterparts of the written opinion of counsel 
for the Lessee addressed to the Lessor, the Agent and to the 
Secured Parties to the effect that: 

(a) The Lessee is a corporation legally incorporated 
and validly existing, in. good standing, under the laws of 
Canada; 

(b) The Lessee has the corporate or other power and 
authority to ov/n its property and carry on its business 
as now being conducted and is duly qualified to do busi
ness as a foreign corporation in all states 
in which such qualification is necessary to carry out the 
terms of the Agreement. 

(c) This Agreement and the Acquisition Agreement 
have been duly authorized, executed and delivered by the 
Lessee and constitute the valid, legal and binding agree
ments of the Lessee enforceable in accordance with their 
respective terms subject to applicable bankruptcy, reor
ganization, insolvency and moratorium laws from time to 
time in effect; 

(d) Once this Agreement is deposited in the office 
of the Registrar-General of Canada and upon the giving 
of notice of such deposit in the Canada Gazette in 
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accordance with Section l48 of the Railway Act of Canada, 
no other filing, recording or depositing or notices in 
respect thereof is necessary to protect the Lessor's 
title to the Equipment in Canada; 

(e) No approval, consent or withholding of objec
tion is required from any Canadian regulatory body with 
respect to the entering into or performance of the Agree
ment to Acquire and Lease or this Agreement; 

(f) The execution and delivery by Lessee of this 
Agreement and the Acquisition Agreement do not violate 
any provision of any law, any order of any court or Cana
dian governmental agency, the Act of Incorporation or 
By-laws of the Lessee, or any indenture, agreement, or 
other instrument to which Lessee is a party or by which 
it, or any of its property is bound, and will not be in 
conflict with, result in the breach of, or constitute 
(with due notice and/or lapse of time) a default under 
any indenture, agreement, or other instrument, or result 
in the creation or imposition of any lien, charge or 
encumbrance of any nature whatsoever upon any of the prop
erty or assets of Lessee, except as contemplated and per
mitted hereby; and 

(g) As to any other matters which Lessor or a 
Secured Party shall reasonably request. 

18.2. Concurrently vjith the delivery of the opinion 
of counsel for the Lessee as provided in Section l8.1 hereof, the 
Lessor will deliver to the Lessee five counterparts of the writ
ten opinion of General Counsel for the Agent and special counsel 
for the Lessor, in scope and substance satisfactory to the Lessee 
with respect to the matters set forth in (a), (b), (c) and (f) of 
such Section 18.I as such matters may appropriately pertain to 
the Lessor, the Agent or both of them, 

SECTION 19. INTEREST ON OVERDUE RENTALS AND AMOUNTS PAID BY 
LESSOR. 

Anything to the contrary herein contained notwithstand
ing any nonpayment of rentals due hereunder, or amounts expended 
by the Lessor on behalf of the Lessee, shall result in the obliga
tion on the part of the Lessee to pay also an amount equal to 
10 1/2^ (or the lawful rate, whichever is less) of the overdue 
rentals and amounts expended for the period of time during which 
they are overdue or expended and not repaid. 
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SECTION 20. OPTION TO PURCHASE. 

20.1. Provided that the Lessee is not in default. 
Lessee shall have the right to purchase all but not less than 
all of the Items of Equipment then leased hereunder at the ex
piration of the original lease term at a price equal to the 
"fair market value" (as defined). The Lessee shall give the 
Lessor written notice l8o days prior to the end of the original 
lease term of its election to exercise the purchase option pro
vided for in this Section. Payment of the option price shall 
be made at the place of payment specified in Section 2 hereof 
in United States funds there current against delivery of a bill 
of sale transferring and assigning to the Lessee all right, 
title and interest of the Lessor in and to the Equipment and 
containing a warranty against liens or claims of persons claim
ing by, through or under the Lessor except liens and claims 
which the Lessee assumed or is obligated to discharge under the 
terms of the Agreement. The Lessor shall not be required to 
make any representation or warranty as to the condition of the 
Equipment or any other matters. 

20.2. The "fair market value" shall be such amount 
as is mutually agreed upon by the Lessor and the Lessee; pro
vided that if the Lessor and the Lessee are unable to agree upon 
the fair market value of the Equipment within 30 days after 
receipt by the Lessor of the notice of the Lessee's election to 
exercise the purchase option, the fair marlcet value shall be 
determined by an appraiser selected by mutual agreement of the 
Lessor and the Lessee. If the Lessor and the Lessee are not 
able to agree upon an appraiser, or if the fair market value 
is not so determined within 90 days after receipt by the Lessor 
of the Lessee's election to purchase, the same shall be deter
mined by American Appraisal Company. The fair market value as 
finally determined shall bear interest for the period, if any, 
from the date of expiration .of the lease term to the date of 
payment at the rate of 10 1/4^ per annum. 

20.3. Unless the Lessee has given the Lessor l8o days 
notice as required in connection with exercise of the foregoing 
options, all the Equipment then leased hereunder shall be re
turned to the Lessor in accordance with Section 13 hereof. 

20.4. Notwithstanding any election of the Lessee to 
purchase, the provisions of Section 11 hereof shall continue in 
full force and effect 'until the date of purchase and the passage 
of ownership of the Equipment purchased by the Lessee upon the 
date of purchase unless the purchase price has been agreed upon 
by the parties pursuant to this Section 23, in which event such 
purchase price shall govern. 
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PART II 

Provisions Relating to Separate Mortgages and Assignments Granted 
by the Lessor to each Secured Party Under Section 16.1. The pro
visions of the following Sections 21 through 25 are intended for 
the benefit, and apply to, each Secured Party severally and 
separately in respect of the separate mortgages and assignments 
to such Secured Party provided for in Section 16.1, and unless 
the context shall otherwise require the terms "Loan Agreement" 
and "Notes," where used in said Sections, shall mean only the 
separate Loan Agreement entered into with such Secured Party 
and the Notes issued thei»eunder, the terms "Equipment" and "Items 
of Equipment" or "rents" (including "Daily Interim Rent," "Fixed 
Rental" and "Present Value of Rents") or "mortgaged property" 
shall mean only the Equipment and Items of Equipment or such 
rents or mortgaged property which are the subject of the separate 
mortgage and assignment to such Secured Party, and all rights 
and remedies of such Secured Party provided for in Section 24 
may be separately enforced against the Lessor and the mortgaged 
property granted to such Secured Party. 

SECTION 21. COVENANTS AND WARRANTIES OF THE LESSOR: 

The Lessor covenants, warrants and agrees with and for 
the benefit of each Secured Party, respectively, but not with or 
for the benefit of the Lessee, as follows: 

21.1. The Lessor covenants and agrees well and truly 
to perform, abide by and to be governed and restricted by each 
and all of the terms, provisions, restrictions, covenants and 
agreements set forth in the Loan Agreement, and in each and every 
supplement thereto or amendment thereof which may at any time or 
from time to time be executed and delivered by the parties 
thereto or their successors and assigns, to the same extent as 
though each and all of said terms, provisions, restrictions, 
covenants and agreements were fully set out herein and as though 
any amendments or supplements to the Loan Agreement were fully 
set out in an amendment or supplement to this Mortgage. 

21.2. Warranty of Title. The Lessor has good right, 
full power and authority under the Trust Agreement to convey, 
transfer and mortgage the Equipment to the Secured Party for 
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the uses and purposes set forth in Section 16.1 hereof and the 
Lessor will warrant and defend the title thereto against all 
claims and demands of persons claiming by, through or under the 
Lessor (excepting only the right, title and interest of the 
Lessee under this Agreement and of persons claiming by, through 
or under the Lessee). 

21.3. Further Assurances, The Lessor will, at its 
own expense, do, execute, acknowledge and deliver all and every 
further acts, deeds, conveyances, transfers and assurances neces
sary or proper for the better assuring, conveying, assigning and 
confirming unto the Secured Party all of the mortgaged property, 
or property intended so to be, whether now owned or hereafter 
acquired. 

21.4. Recordation and Plllnfg. The Lessor will cause 
this Agreement and all supplements hereto and all financing and 
continuation statements smd similar notices required by appli
cable law, at all times to be kept, recorded and filed at its 
own expense in such manner and in such places as may be required 
by law In order fully to preserve and protect the rights of the 
Secured Party hereunder, and will at its own expense fumish to 
the Secured Party promptly after the execution and delivery of 
this Agreement and of each supplement hereto, an opinion of 
counsel stating that in the opinion of such counsel this Agree
ment or such supplement, as the case may be, has been properly 
recorded or filed for record so as to make effective of record 
the lien Intended to be created hereby. 

21.5. Modifications of Sections 1 through 20. The 
Mortgagor will noTi 

(a) declare a default or exercise the remedies of 
the Lessor under Section l4 hereof, or terminate, modify 
or accept a surrender of, or offer or permit any ter
mination, modification, surrender or termination of, any 
rights, duties or obligations of the Lessee under Sec
tions 1 through 20 hereof (except as otherwise expressly 
provided herein) or by affirmative act consent to the 
creation or existence of any mortgage or other lien to 
secure the payment of indebtedness upon the leasehold 
estate of the Lessee; or 

(b) receive or collect or permit the receipt or 
collection of any rental payment under Section 2 or 
Section 11 hereof prior to the date for payment thereof 
provided for by the Lease or assign, transfer or hypo
thecate (other than to the Secured Party hereunder) any 
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such rental payment then due or to accrue in the future 
except that this restriction shall not apply to the 
initial installment of Fixed Rental under Section 2 
hereof; or 

^c) sell, mortgage, transfer, assign or hypothe
cate (other than to the Secured Party hereunder) its 
interest in the Equipment or any part thereof or in any 
amount to be received by it from the use or disposition 
of the Equipment. 

21.6. Power of Attorney in respect of the Lease. The 
Lessor does hereby irrevocably constitute and appoint the Secured 
Party, its true and lawful attorney with full pov/er of substitu
tion, for it and in its name, place and stead, to ask, demand, 
collect, receive, receipt for, sue for, compound and give acquit
tance for any and all rents, income and other sums which are 
assigned under Division II of Section l6,l hereof to the Secured 
Party with full power to settle, adjust or compromise any claim 
thereunder as fully as the Lessor could itself do, and to endorse 
the name of the Lessor on all commercial paper given in payment 
or in part payment thereof, and in its discretion to file any 
claim or take any other action or proceedings, either in its own 
name or In the name of the Lessor, or otherwise, which the Secured 
Party may deem necessary or appropriate to collect any and all 
such sums which may be or become due or payable under the Lease 
or which may be necessary or appropriate to protect and preserve 
the right, title and interest of the Secured Party in and to such 
rents and other sums and the security intended to be afforded 
hereby. 

SECTION 22. RELEASE OF PROPERTY; 

22.1. Release of Property. So long as no default 
referred to in Section 14 hereof has occurred and is continuing, 
the Secured Party shall execute a release in respect of (1) any 
Item of Equipment designated by the Lessee for settlement pur
suant to Section 11 hereof upon receipt from the Lessee of writ
ten notice designating the Item of Equipment in respect of which 
the lease term will terminate and the receipt from the Lessee of 
the Casualty Value payment for such Item of Equipment in compli
ance with Section 11 hereof, or (it) any Item of Equipment pur
chased by the Lessee pursuant to Section 6 of the Acquisition 
Agreement upon receipt from the Lessee of the total amount of 
the purchase price provided for by clause (iii) of said Section 
6. 
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SECTION 23. APPLICATION OF ASSIGNED RENTALS AND CERTAIN OTHER 
MONEYS RECEIVED BY THE SECURED PARTY: 

23.1. Application of Rents. As more fully set forth 
in Division II of Section ib.l hereof the Lessor has assigned 
and granted to the Secured Party a security interest in rents, 
issues, profits, income and other sums due and to become due 
from the Lessee under this Agreement and the Acquisition Agree
ment in respect of the Equipment as security for the Notes. So. 
long as no event of default as defined in Section 24 hereof has 
occurred and is continuing: 

(a) The amounts from time to time received by 
the Secured Party which constitute payment of Daily 
Interim Rent under Section 2 hereof shall be applied 
to the payment of the initial installment of interest 
on the Notes and the amounts from time to time re
ceived by the Secured Party which constitute payment 
of the installments of Fixed Rental under Section 2 
hereof shall be applied first, to the payment of the 
installments of principal an3" interest (and in each 
case first to interest and then to principal) on the 
Notes which have matured or will mature on or before 
the due date of the installments of Fixed Rental 
which are received by the Secured Party, and then the 
balance, if any, of such amounts shall be paid to or 
upon the order of the Debtor; and 

(b) The amounts from time to time received by 
the Secured Party which constitute settlement by the 
Lessee of the "Casualty Value" for any Item of Equip
ment pursuant to Section 11 hereof shall be paid and 
applied on the Notes, all to such manner and in such 
amounts so that after giving effect to such applica
tion and the release of the Item of Equipment from 
this Agreement: 

(i) The aggregate principal amount remaining un
paid on the Notes does not exceed the "Present 
Value of Rents" as hereinafter defined in re
spect of all other Equipment which then re
mains subject to this Agreement; and 

(ii) Each of the remaining installments of the 
Notes shall be reduced in the proportion that 
the principal amount of the prepayment bears 
to the unpaid principal amount of the Notes 
immediately prior to the prepayment. 
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Any amounts in excess of the "Present Value of Rents" 
as hereinafter defined in respect of any Item of 
Equipment for which settlement is made by the Lessee 
pursuant to Section 11 hereof shall be released to 
or upon the order of the Lessor; and 

(c) The amount received by the Secured Party 
which constitutes payment of the purchase price of 
the Equipment pursuant to Section 6 of the Acquisition 
Agreement shall be applied first, to the payment of 
the outstanding principal amount of the Notes, plus 
accrued interest thereon, but without premium, and the 
balance, if any, of such amounts, shall be paid to or 
upon the order of the Mortgagor. 

23.2. Multiple Notes. If more than one Note is out
standing at the time any application is made pursuant to Section 
4.1, the application shall be made on all outstanding Notes rat
ably in accordance v;ith the principal amount remaining unpaid 
thereon and on the installments of each Note, respectively, in 
the manner provided for by paragraphs (a) and (b) of Section 3.1. 

23.3. Present Value of Rents. The term "Present Value 
of Rents" for any Item of Equipment shall mean as of any date an 
amount equal to the aggregate Fixed Rental in respect of such 
Item (after deducting fron the second through the tenth install
ments thereof an amount equal to 1.0335255̂  of the total cost of 
such Item) reserved for the balance of the term originally pro
vided for in the Lease and remaining unpaid as of the close of 
business on such date, discounted on the basis of a 10 1/8^ per 
annum interest factor compounded semiannually to the respective 
dates on which the Fixed Rental is payable, with all such dis
counts to be computed on the basis of a 360-day year of 12 30-
day months. 

23.4. Default. If an event of default referred to in 
Section 24 hereof has occurred and is continuing, all amounts 
received by the Secured Party pursuant to Section 16.I hereof 
shall be applied in the manner provided for in Section 24 in 
respect of proceeds and avails of the mortgaged property. 

SECTION 24. DEFAULTS AND OTHER PROVISIONS. 

24.1. Events of Default. The term "event of default" 
for all purposes of this Part II and the enforcement of the 
Secured Party of rights and remedies against the Lessor shall 
mean one or more of the following: 
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(a) Default In payment of an Installment of the 
principal of, or interest on, any Note when and as the 
same shall become due and payable, whether at the due 
date thereof or at the date fixed, for prepayment or by 
acceleration or otherwise, and any such default shall 
continue unremedied for >5 calendar days; or 

lO 
(b) Any "event.of default" as set forth in Section 

14 or Section 24.1 of any Lease-Security Agreement entered ' 
into by the Lessor pursuant to the authorities and direc
tions expressed in the Trust Agreement, including any 
such ''event of default" under Section 14 hereof or under 
this section in respect of any Loan Agreement or Notes 
entered into or delivered to any other Secured Party here
under; or 

(c) Default on the part of the Lessor or the Agent 
in the due observance or performance of any covenant or 
agreement to be observed or performed by either the 
Mortgagor or said Agent under this Mortgage or the Loan 
Agreement, and such default shall continue unremedied 
for 30 calendar days; or 

(d) Any representation or warranty made herein or 
in the Loan Agreement or in any report, certificate, 
financial or other statement furnished in connection 
with this Agreement or the Loan Agreement, or the trans
actions contemplated thereby shall prove to be false or 
misleading in any material respect; or 

(e) Any claim, lien or charge (other than the 
rights and interests of the Lessee and liens, charges 
and encumbrances which the Lessee is obligated to dis
charge under Section 9 of the Lease) shall be asserted 
against or levied or imposed upon the Equipment which 
is prior to or on a parity with the lien of the Secured 
Party under this Agreement, and such claim, lien or 
charge shall not be discharged or removed within 30 
calendar days after written notice from the Secured 
Party or the holder of any Note to the Lessor £ind the 
Lessee demanding the discharge or removal thereof. 

24.2. Secured Party's Rights. The Lessor agrees that 
when any "event of default" as defined in Section 24.1 has 
occurred and is continuing, but subject always to Section 26 
hereof, the Secured Party shall have the rights, options, duties 
and remedies of a secured party, and the Lessor shall have the 
rights and duties of a debtor, under the Uniform Commercial Code 
(regardless of whether such Code or a law similar thereto has 
been enacted in a Jurisdiction v;herein the rights or remedies 
are asserted) and without limiting the foregoing the Secured 
Party may exercise any one or more or all, and in any order, of 
the remedies'hereinafter set forth, it being expressly understood 
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that no remedy herein conferred is intended to be exclusive of 
any other remedy or remedies; but each and every remedy shall 
be cumulative and shall be in addition to every other remedy 
given herein or now or hereafter existing at law or in equity 
or by statute. 

(a) The Secured Party may, by notice in writing 
to the Lessor declare the entire unpaid balance of the 
Notes to be immediately due and payable; and thereupon 
all such unpaid balance, together with all accrued 
interest thereon, shall be and become Immediately due 
and payable; 

(b) Subject always to the then existing rights, 
if any, of the Lessee under this Agreement, the Secured 
Party personally or by agents or attorneys, shall have 
the right (subject to compliance with any applicable 
mandatory legal requirements) to take immediate posses
sion of the mortgaged property, or any portion thereof, 
and for that purpose may pursue the same wherever it 
may be found, and may enter any of the premises of the 
Lessor, with or without notice, demand, process of law 
or legal procedure, and search for, take possession of, 
remove, keep and store the same, or use and operate or 
lease the same until sold; 

(c) Subject alv;ays to the then existing rights, if 
any, of the Lessee under this Agreement, the Secured 
Party may, if at the time such action may be lawful and 
always subject to compliance vJith any mandatory legal 
requirements, either with or v/ithout taking possession 
and either before or after taking possession, and with
out instituting any legal proceedings whatsoever, and 
having first given notice of such sale by registered mail 
to the Lessor once at least ten days prior to the date of 
such sale, and any other notice which raay be required by 
law, sell and dispose of said mortgaged property, or any 
part thereof, at public auction to the highest bidder, or In 
a privately negotiated sale, in one lot as an entirety or in 
separate lots, and either for cash or on credit and on such 
terms as the Secured Party may determine, and at any place 
-(v/hether or not it be the location of the mortgaged property, or 
any part thereof) designated in the notice above referred 
to. Any such sale or sales may be adjourned from time to 
time by announcement at the time and place appointed for 
such sale or sales, or for any such adjourned sale or 
sales, v;ithout further published notice, and the Secured 
Party or the holder or holders of the Notes or of any 
interest therein may bid and become the purchaser at any 
such sale; 
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(d) The Secured Party may proceed to protect and 
enforce its rights under this Agreement and the Notes 
by suit or suits or proceedings in equity, at law, or 
in bankruptcy, and whether for the specific performance 
of any covenant or agreement herein contained or in exe
cution or aid of any power herein granted; or for fore
closure hereunder, or for the appointment of a receiver 
or receivers for the mortgaged property or any part 
thereof, or, subject to the provisions of Section 26 
hereof, for the recovery of judgment for the indebted
ness hereby secured, or for the enforcement of any other 
proper legal or equitable remedy available under appli
cable law; 

(e) Subject always to the then existing rights, if 
any, of the Lessee under the Lease, the Secured Party 
may proceed to exercise all rights, privileges and reme
dies of the Lessor under Sections 1 through 20 pf this 
Agreement, and may exercise all such rights and remedies 
either in the name of the Secured Party or in the name 
of the Lessor for the use and benefit of the Secured 
Party. 

24.3. Acceleration Clause. In case of any sale of 
the mortgaged property, or of any part thereof, pursuant to any 
judgment or decree of any court or otherwise in connection with 
the enforcement of any of the provisions of this Section 24, 
the principal of the Notes if not previously due, and the inter
est accrued thereon, shall at once become and be immediately 
due and payable; also in the case of any such sale, the purchaser 
or purchasers, for the purpose of making settlement for or pay
ment of the purchase price, shall be entitled to turn in and use 
the Notes and any claims for interest matured and unpaid thereon, 
in order that there may be credited as paid on the purchase price 
the sum apportionable and applicable to the Notes including 
principal and interest thereof out of the net proceeds of such 
sale after allowing for the proportion of the total purchase 
price required to be paid in actual cash. 

24.4. Waiver by Lessor. The Lessor covenants that it 
will not at any time insist upon or plead, or in any manner what
ever claim or take any benefit or advantage of, any stay or 
extension law now or at any time hereafter in force, nor claim, 
take, nor insist upon any benefit or advantage of or from any 
law now or hereafter in force providing for the valuation or 
appraisement of the mortgaged property or any part thereof, 
prior to any sale or sales thereof to be made pursuant to any 
provision herein contained, or to the decree, judgment or order 
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of any court of competent jurisdiction; nor, after such sale or 
sales, claim or exercise any right under any statute nov; or 
hereafter made or enacted by any state or otherwise to redeem 
the property so sold or any part thereof, and hereby expressly 
waives for itself and on behalf of each and every person, all 
benefit and advantage of any such law or laws, and covenants 
that it will not invoke or utilize any such law or laws or other
wise hinder, delay or impede the execution of any power herein 
granted and delegated to the Secured Party, but will suffer and 
permit the execution of every such power as though no such law 
or laws had been made or enacted. 

24.5. Effect of Sale. Any sale, whether under any 
power of sale provided for in this Section 24 or by virtue of 
judicial proceedings, shall operate to divest all right, title, 
interest, claim and demand whatsoever, either at law or in 
equity, of the Lessor in and to the property sold shall be a 
perpetual bar, both at law and in equity, against the Lessor, 
its successors and assigns, and against any and all persons 
claiming the property sold or any part thereof under, by or 
through the Lessor, its successors or assigns (subject, however, 
to the then existing rights, if any, of the Lessee under this 
Agreement). 

24.6. Application of Sale Proceeds. The purchase 
money proceeds and/or avails of any sale of the mortgaged prop
erty, or any part thereof, and the proceeds and the avails of 
any remedy under this Section 24 shall be paid to and applied 
as follows; 

(a) To the payment of costs and expenses of fore
closure or suit, if any, and of such sale, and the 
reasonable compensation of the Secured Party, its 
agents, attorneys and counsel, and of all proper ex
penses, liability and advances incurred or made here
under by the Secured Party, or the holder or holders 
of the Notes, and of all taxes, assessments or liens 
superior to the lien of these presents, except any 
taxes, assessments or other superior lien subject to 
which said sale may have been made; and 

(b) To the payment of the amounts then due and 
unpaid on the Notes for principal and interest; and 

(c) To the payment of the surplus, if any, to 
the Lessor, its successors and assigns, or to whomso
ever may be lawfully entitled to receive the same. 
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• 24.7. Discontinuance of Remedies. In case the Secured 
Party shall have proceeded to enforce any right under this Sec
tion 24 by foreclosure, sale, entry or otherwise, and such pro
ceedings shall have been discontinued or abandoned for any reason 
or shall have been determined adversely, then and in every such 
case the Lessor, the Secured Party and the holders of Notes shall 
be restored to their former positions and rights hereunder with 
respect to the mortgaged property. 

24.8. Cumulative Remedies. No delay or omission of 
the Secured Party or of any holder of the Notes to exercise any 
right or power arising from any default on the part of the Lessor 
shall exhaust or impair any such right or power or prevent its 
exercise during the continuance of such default. No waiver by 
the Secured Party, or any holder ofeny Note of any such default, 
whether such waiver be full or partial, shall extend to or be 
taken to affect any subsequent default, or to impair the rights 
resulting therefrom, except as may be otherwise provided herein. 
No remedy hereunder is intended to be exclusive of any other 
remedy but each and every remedy shall be cumulative and in addi
tion to any and every other remedy given hereunder or otherwise 
existing. Nor shall the giving, taking or enforcement of any 
other or additional security, collateral or guaranty for the pay
ment of the indebtedness secured under this Agreement operate to 
prejudice, waive or affect the security of this Agreement or any 
rights, powers or remedies hereunder, nor shall the Secured Party 
or the holder of any of the indebtedness hereby secured be re
quired to first look to, enforce or exhaust such other additional 
security, collateral or guaranties. 

25. Limitations on Liability of Lessor, Agent and 
Trustor to"The Secured Party. Anything in this Agreement, the 
Loan Agreement, the Notes, any certificate, opinion or document 
of any nature whatsoever to the contrary notwithstanding, neither 
the Secured Party, the holder of any Note, nor the successors or 
assigns of any of said persons, shall have any claim, remedy, or 
right to proceed (at law or in equity) against the Lessor in their 
respective individual capacities or against the Trustor or United 
States Leasing International, Inc., the Agent, for the payment of 
any deficiency or any other sura owing on account of the indebted
ness evidenced by the Notes or for the payment of any liability 
resulting from the breach of any representation, agreement or 
warranty of any nature whatsoever, from any source other than the 
mortgaged property, including sums due and to become due under 
this Agreement; and the Secured Party by its acceptance of this 
Agreement and the holders of the Notes by acceptance thereof waive 
and release any liability of the Lessor in their respective indi
vidual capacities, the Trustor and the Agent for and on account 
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of such indebtedness or such liability and the Secured Party, and 
the holders of the Notes agree to look solely to the mortgaged 
property for the payment of said indebtedness or the satisfaction 
of such liability; provided, however, nothing herein contained 
shall limit, restrict or Impair the rights of the Secured Party 
under this Agreement to accelerate the maturity of the Notes 
upon a default hereunder; to bring suit and obtain a judgment 
against the Lessor on the Notes (provided that neither the Lessor 
in their respective individual capacities nor the Trustor nor 
the Agent shall have any personal liability on any such judgment 
and the satisfaction thereof shall be limited to the mortgaged 
property) or to foreclose the lien of this Agreement or otherwise 
realize upon the mortgaged property, 

PART III 

Miscellaneous Provisions Relating to Limitations on the Liability 
of the Lessor and the Agent, Notices, Governing Law, and Other 
Ifetters. 

26, Limitations on Liability of the Lessor to the 
Lessee. lT~is expressly understood and agreed by and between 
the parties hereto, anything herein to the contrary notwithstand
ing, that each and all of the representations, covenants, under
takings and agreements herein made on the part of the Lessor, 
while in form purporting to be the representations, covenants, 
undertakings and agreements of George D. MacKay and Edward E. 
Castans are nevertheless each and every one of them made and 
intended not as personal representations, covenants and under
takings and agreements of them or for the purpose or with the 
intention of binding them personally, but are made and intended 
for the purpose of binding only the Trust as that term is used 
in the Trust Agreement; such Trust is the Lessor hereunder, and 
this Agreement is executed and delivered by George D. MacKay and 
Edward E. Castans, not in their own right but solely in the exer
cise of'the powers conferred upon thera as such Trustees; and no 
personal liability or personal responsibility is assumed by nor 
shall at any time be asserted or enforceable against such persons 
or the Agent on account of this Agreement or on account of any 
representation, covenant, undertaking or agreement of such per
sons or the Agent in this Agreement contained, either expressed 
or implied, all such personal liability, if any, being expressly 
waived and released by the Lessee herein and by all persons claim
ing by, through or under said Lessee; excepting, however, that the 
Lessee or any person claiming by, through or under it, making 
claims hereunder, may look to said Trust for satisfaction of the 
same. 
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27. Success(3rs and Assigns. Whenever any of the par
ties hereto is referred to, such reference shall be deemed to 
include the heirs, executors, administrators, successors and 
assigns of such party, and all the covenants, premises and agree
ments in this Agreement contained by or on behalf of any of the 
parties thereto, shall bind and inure to the benefit of the 
respective heirs, executors, administrators, successors and 
assigns of such party v/hether os expressed or not. 

28. Partial Invalidity. The unenforceability or in
validity oT"any provision or provisions of this Agree.Tient shall 
not render any other provision or provisions herein contained 
unenforceable or invalid. 

29. Notices. All communications provided for herein 
shall be in writing and shall be deemed to have been given 
(unless otherwise required by the specific provisions hereof in 
respect of any matter) when delivered personally or when deposited 
in the Canadian certified mails or in the United States mail, 
registered, postage prepaid, addressed as follows: 

If to the Lessor: Trustees under Canadian National 
Trust No. 2 

c/o United States Leasing Corporation 
1211 West 22nd Street 
Oak Brook, Illinois 60521 
(with a copy thereof to the Agent 
and the Trustor as provided below) 

If to the Agent: United States Leasing International, 
Inc. (C.N. Trust No. 2) 

633 Battery Street 
San Francisco, California 94111 

If to the Lessee: Canadian National Railway Company 
935 Lagauchetiere Street West 
Montreal, Canada 
Attention: Treasurer 

If to a Secured Party: At the address thereof contained 
in the Designation of Lenders 
attached hereto 

or addressed to either party at such other address as such party 
shall hereafter furnish to the other party in writing. A copy 
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of any notice required or permitted to be given to the Lessor shall 
also be furnished in the same manner as above, addressed to the 
Agent at the above address and to the Trustor as follows: 

Union Bank 
P. 0. Box 3100 
Terminal Annex 
Los Angeles, California 90054 

If any subsequent holder of any Note shall have pre
sented the same to the Secured Party for inspection accompanied 
by a written designation of the address to which notice in respect 
of such Note is to be given, then wherever herein it is provided 
that notice shall be given to the holder or holders of the Notes, 
the notice shall be addressed to such holder at the address so 
given but unless and until such subsequent holder or holders 
shall so present a Note to the Lessor and designate the address, 
all communications herein provided to be made or given to the 
holder or holders of the Notes shall be sufficiently given if 
addressed to the Secured Party to whom such Notes were originally 
delivered at its address above given. 

30. The Secured Parties shall release the Mortgage and 
the lien granted by Section l6.1 hereof and all of their rights 
hereunder by proper instrument or instruments upon presentation 
of satisfactory evidence that all indebtedness secured hereby 
has been fully paid or discharged. 

31. This Agreement may be executed, acknowledged and 
delivered Tn any number of counterparts, each of such counter
parts constituting an original but all together only one Agree
ment. 

32. This Agreement shall be construed and enforced 
in accordance with and governed by the laws of the State of 
Illinois; provided, however, that the parties shall be entitled 
to all rights conferred by any applicable statute, rule or 
regulation of the Dominion of Canada or the United States of 
America. 
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IN WITNESS WHEREOF, the parties hereto have caused this 
Agreement to be executed by their respective officers thereunder 
duly authorized and their corporate seals to be hereto affixed 
as of the day and year first above written. 

GEORGE D. MACKAY AND EDWARD E. CASTANS, 
as Trustees rfUnder CN. Trust No. 2 

Trustee as aforesaid 

LESSOR 

AssT.GENCRsfl ( c o r p o r a t c s e a l ) 
SOLICITOB 1 ^ , • . • . ' , . ' 

Attest: 

CANADIAN NATIONAL RAILWAY COMPANY 

By PM.-. UJOiA 
Its Vice President 

LESSEE 

Assistant Secretary 

(corporate se^l) 

Attest: 

UNITED STATES LEASING INTERNATIONAL, INC. 

By ._ 
Its Vice F 

AGENT FOR LESSOR 

ItsVice President ^ "^^ 
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THE CANADA LIFE ASSURANCE COMPANY 
HOME LIFE INSURANCE COMPANY 

CHAPMAN AND CUTLER 
Attorneys-in-fact for 
each suQla, party 

By_ ^ : S ^ - — 
PURITAN LIFE INSURANCE COMPANY 

^ ' ^ ^ ^ ^ ^ ^ 

Attachments 

Designation of Lenders 
Schedule I - Description of Equipment 
Schedule H - Certificate of Acceptance 
Schedule III - Casualty Value 
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DESIGNATION OF LENDERS 

THE CANADA LIFE ASSURANCE COMPANY 
330 University Avenue 
Toronto 1, Ontario, Canada 

HOME LIFE INSURANCE COMPANY 
253 Broadway 
New York, New York 10007 

Attention: Securities Department 

PURITAN LIFE INSURANCE COMPANY 
c/o Connecticut General Life 
Insurance Company 

Hartford, Connecticut O6II5 

Attention: Securities Department W-32 



K/NUFACTURER; 
I 

PLANT OF MANUFACTURER: 

DJ:SCRIPTIOM CF HIQUIPMEHT; 

PRICE; 

DJ]LIV£R TO: 

OUTSIDE DalLIVilRY DATi!; 

FIX3D RENTAL PAYMENTS; 

IIJTiilfllH DAILY R5NTAL; 

.lEMiV/.i-l: 

SCHEDULE I - A 

Hawker Siddeley Canada Ltd. 

Trenton, Nova Scotia 

69 - 100-ton, ̂ ,350 cu. ft. steel 
covered hopper cars, Serial Nos. 

CN. 377197, 377.238, 377250, 
377252, 377254 - 377256, 
377258 - 377319 

$1,260,129.75 (i.e. 518,262.75 
per item) 

Canadian National Railway Company, 
as designated by the Railroad 

November 30, 1970 

Forty (40) semi-annual rental pay
ments, each in advance, at ••!5945.10 

V per item of equipment, or an 
aggregate of $65,211.90 for all 
69 items 

$5.1364 per day per item 

None 

liSS^iil: Canadian Nat ional iiailway Company - T rus t #2 
TRUSTOR: Union Sank 
LilNDilR: The Canada Life Asr;urance Company 

£s t imated 
iJQulpment Cost Bas i s : 

In Canadian Dol la rs 
In U.S. Dollars at 93.2^ 

U9,584.71 per unit 
18,262.75 per unit 

In the' event the final price of any Items covered by this 
Schedule is greater or less than the amount shown aoove or 
the conversion rate of U.S. Jollars to Canadian Dollars is 
greater or less than 0 .9325 US, the rentals for such Item 
shall be ratably increased o;? reduced. 

All "Dollar" amoiints are exp":*essed in United States Dollars 
and all payments under this Jchedule shall be made in United 
States Dollars by check or draft of or drawn on a United States 
bank. 



SCHEDULE I - B 

K.yv^UFACrURJiR: 

PLANT OFJix'iNUFACTURiSR: 

D£SCRIFTICN OF EQ'UIPMiir:!: 

PRIC; : 

DJ]LIV£R TC: 

OUTSIDE D£LIV;:.V£ DATa: 

FIXilD A£NT;J.. PAYl-iiNTS; 

INTERIM DAILY RENTAL: 

iiiUEWAL: 

Hawker Siddeley Canada Ltd. 

Trenton, Nova Scotia 

65 - 100-ton, W,350 cu. ft. steel 
covered hopper cars. Serial Nos. 

CN. 377320 - 377372, 377376 - 377387 

^1,187,078.75 (i.e. $18,262.75 
per item) 

Canadian National Railway Company, 
as designated by the Railroad. 

November 30, 1970 

Forty (40) semi-annual rental 
payments, each in advance, at 
$9'+5.10 per item of equipment, or 
an aggregate of 361,431.50 for all 
65 items 

$5.1364 per day per item 

None 

LESSEE: Canadian National Railway Company - Trust jl=2 
TRUSTOR; Union Bank 
LENDER: Hone Life Insurance Company 

Jstiiaated 
jguipment Cost Basis: 

In Canadian Dollars 
In U.3, Dollars a*:. 93.25?? 

:;i9,584,71 -per unit 
18,262,75 per unit 

In the event the final pric(! of any Items covered by this 
Schedule Is greater or less than the amount shown above or 
the conversion rate of U,S.Dollars to Canadian Dollars is 
greater or less than $ .932> U3, the rentals for such Item 
shall be ratably increased i>r reduced. 

All "Dollar" amounts are ex:.)ressed in United States Dollars 
and all payments under this Schedule shall be made in United 
iJtaLes Dollars by check or draft of or drawn on a United 
States bank. 



SCHEDULE I - C 

MANUFACTURER: 

PLANT OF MAMUPACTURER: 

DESCRIPTION OF EQUIP̂ IENT: 

PRICE:. 

DELIVER TO: 

OUTSIDE DELIVERY DATE; 

FIXED RENTAL PAYMENTS: 

INTERIM DAILY RENTAL: 

RENEWAL: 

Hawker Siddeley Canada Ltd. 

Trenton, Nova Scotia 

13 - 100-ton, 4,350 cu. ft. steel 
covered hopper cars. Serial Nos. 

C.N. 377388 - 377389, 377390 -
377396, 377400, 377402, 377404, 377405 

$237,415.75 (i.e. $18,262.75 per 
item) 

Canadian National Railway Company, 
as designated by the Railroad. 

November 30, 1970 

Forty (40) semi-annual rental 
payments, each in advance, at 
$945.10 per item of equipment, or 
an aggregate of $12,286.30 for all 
13 items 

$5.1364 per day per item 

None 

LESSEE: Canadian National Railway Company - Trust #2 
TRUSTOR: Union Bank 
LENDER: Puritan Life Insurance Company 

Estimated 
Equipment Cost Basis; 

In Canadian Dollars 
In U.S. Dollars at 93.255̂  

$19,584.71 per unit 
18,262.75 per unit 

In the event the final price of any Items covered by this 
Schedule is greater or less than the amount shown above or 
the conversion rate of U.S. Dollars to Canadian Dollars is 
greater or less than $ ,9325 US, the rentals for such Item 
shall be ratably increased or reduced. 

All "Dollar" amounts are expressed in United States Dollars 
and all payments under this Schedule shall be made in United 
States Dollars by check or draft of or drawn on a United States 
bank. 



CERTIFICATE OF ACCEPTANCE 

TO: George D. MacKay and Edward E. Castans, as Trustees under 
Trust Agreement dated as of May 1, 1970. 

UNITED STATES LEASING INTERNATIONAL, INC., as Agent for 
the Trustees. 

HAWKER SIDDELEY CANADA, LTD., as Manufacturer. 

I, duly appointed inspector and authorized representa
tive of Canadian National Railway Company ("Lessee") for the 
purpose of the Agreement to Acquire and Lease dated as of May 1, 
1970 among George D. MacKay and Edward E, Castans, Trustees under 
the Trust Agreement dated May 1, 1970, as Lessor, United States 
Leasing International, Inc., as Agent for the Trustees, and the 
Lessee, and the Equipment Lease, Assignment, Chattel Mortgage 
and Security Agreement dated as of June 1, I97O among the Trus
tees, the Agent, the Lessee and the Secured Parties named therein, 
do hereby certify that I have inspected, received, approved and 
accepted delivery, on behalf of Lessee under said Agreements of 
the following Items of Equipment: 

TYPE OF EQUIPMENT: 

PLACE ACCEPTED; 

DATE ACCEPTED: 

NUMBER OF UNITS: 

NUMBERED: 

I do further certify that the foregoing Equipment is in 
good order and condition, and appears to conform to the specifi
cations applicable thereto and to all applicable Canadian Trans
port Comraission and the United States Department of Transportation 
or other Canadian or United States agency governmental require
ments and specifications. 

The execution of this Certificate will in no way relieve 
or decrease the responsibility of the Manufacturer of the Equip
ment for any warranties it has made with respect to the Equipment. 

Dated: __, I970. 

Inspector and Authorized Repre-
sentative of Canadian National 
Railway Company 

SCHEDULE II 



SCHEDULE OF CASUALTY VALUE 

CASUALTY VALUE: The following per cent of original cost to Lessor 
of an Item of Equipment, including all taxes and delivery charges, 
is to be paid on a rental payment due date pursuant to Section 11 
of the Equipment Lease as the result of an Item becoming the sub
ject of a Casualty Occurrence, depending upon when the Casualty 
Value is paid; 

Casualty Value Payable 

After Rental 
Payment No. 

0 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
^? 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Payable on Date 
and in lieu 

of Payment 

as provided 

No. 

1 in Sectic 
Security Agreement 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Per Item (in lieu of 
rental payment for such 
Iten 

in 11. 

1 due on such date) 

5 of the Lease-

102.375 
101.625 
100.875 
100.125 
99.250 
98.375 
97.500 
96.500 
95.500 
94.375 
93.125 
91.875 
90.625 
89.250 
87.750 
86.250 
84.625 
83.000 
81.125 
79.250 
YY.250 
75.250 
73.125 
70.750 
68.375 
65.875 
63.250 
60.500 
57.625 
54.500 

Canadian National Railway Company Trust No. 2 

SCHEDULE III 



SCHEDULE OF CASUALTY VALUE - continued 

After Rental 
Payment No. 

31 
32 
3 
3 
35 
36 
37 
38 
4o 

Payable on Date 
and in lieu 

of Payment No. 

32 
3 

35 
36 

38 
39 
40 

On the expiration 
date of the Lease 

Casualty Value Payable 
Per Item (in lieu of 
rental payment for such 
item due on such date) 

?i-375 
48.000 
44.500 
40.875 
37.000 
33.000 
28.875 
24.500 
19.875 
15.000 

TRUSTOR: UNION BANK 

The amounts payable hereunder shall be determined by 
application of the above percentages to the cost to 
Lessor expressed in United States Dollars, and all 
payments under this Schedule shall be made in United 
States Dollars by check or draft of or drawn on a 
United States bank. 

SCHEDULE III 



•-.' 

STATE OF CALIFORNIA 

CITY AND COUNTY OF 
SAN FRANCISCO 

SS. 

On t h i s ^ b day ofCyi^rJLy , 1970, before me p e r s o n a l l y 
appeared Edward E. CastaEtfijIto me known t o be one of the p e r 
sons descr ibed in and who executed the foregoing ins t rument 
and he acknowledged t h a t he executed the same as h i s f ree a c t 
and deed. 

• • • • • • • • • • • • • • • • • • • • • • • 
• .<-7~>̂  donna L. Armstrong 

iziirs Public-Calitcrnia 
City and Countv of 

San Francisco 

(Seai). 

My Commission e x p i r e s : 

My Commission Exp.res Novembers, 1970 

STATE OF CALIFORNIA 

CITY AND COUNTY OF 
SAN FRANCISCO 

SS. 

day of Q6fc>iJ^j 1970, before me p e r s o n a l l y 
ijit/ t o me known t o be one of the p e r -

On t h i s o^Q 
appeared George D. MacKaj 
sons desc r ibed in and who executed t h e foregoing ins t rument 
and he aclcnowledged t h a t he executed the same as h i s f ree a c t 
and deed. 

• ' • • • • • • • • • • • • • • • • • • • • • • 
- " ' ' X ^ / i S E S ^ Donna L. Armstrong 

• • " l ^ j . M ^ ^ NsLai/Pub:<:-Ca.:lornia 
* ^ ^ ^ ^ ^'^^ ^•"'̂  Coutily of 

f „ 1 ^ ^ l ^ ' ' ^ Se.P Fnncisco 

(SeaX4)#«««« **»«**«'•« * * * * * t * 

My Commission e x p i r e s : 

^fly Comniss.on Expiras fsovember 3t 1970 



PROVINCE OF QUEBEC 

CITY OF MONTREAL 
SS. 

J. 977: day of ^ ' , 1970, before me per-
, to me personally 

On this 
sonally appeared 
known, who being by me duly sworn, says that he is a Vice Presi
dent of CANADIAN NATIONAL RAILWAY COMPANY, that one of the seals 
affixed to the foregoing instrument is the corporate seal of 
said corporation, that said instrument was signed and sealed on 
behalf of said corporation by authority of its Board of Directors; 
and he acknowledged that the execution of the foregoing instru
ment was the free act and deed of said corporation. 

(SEAL)-̂ •-'••• 

My Commission is for life. 



j;:-

STATE OF CALIFORNIA 
SS. 

CITY AND COUNTY OF 
SAN FRANCISCO 

On this ^ ^ day of QtA^"^-^ , 1970, before me, per
sonally appeared FRANK B. SMITfr , to me personally 
known, who being by me duly sworn, says that he is a Vice Presi
dent of UNITED STATES LEASING INTERNATIONAL, INC., that one of 
the seals affixed to the foregoing instrument is the corporate 
seal of said corporation, that said instrument was signed and 
sealed on behalf of said corporation by authority of its Board 
of Directors; and he acknowledged that the execution of the 
foregoing instrument was the free act and deed of said corpora
tion. 

.^^.^ 
Donna L. A'-mstrong * 
Notary Public - Calilornia • 
Citj' and County of • 

San Francisco t 

(SEAL) • J 
r 

My Commission expires : 

My Commission Expires Novembers, 1970 



r 

STATE OP ILLINOIS ) 
) SS I 

COUNTY OF COOK ) 

On this i8th day of June , 1970, before 
_ me personally appeared Larry El kins » to me 
L? personally known, vrho being duly sworn, says that he is an 
associate of Chapman and Cutler, that as such associate he signed 
and delivered the foregoing instrument pursuant to separate 

• powers of attorney from The Canada Life Assurance Company and 
Home Life Insurance Company, each duly appointing Chapman and 

. Cutler attorneys-in-fact for the purpose of executing the 
' foregoing instrument on behalf of each such corporation as 
the free and voluntary act of each such corporation as author
ized by the respective Boards of Directors thereof; and he 
acknowledged that the execution of the foregoing instrument 
was ;his free and voluntary act for the uses and purposes 
therein set forth. 

(SEAL)-. -

My Commission expires: '"' * 

e ? ^ ^ . 



STATE OP CONNECTICUT 

COUNTY OF 
HARTFORD 

'1 

SS. /^A0O^r/€^ 

On thiss^7^ day of \ / U A J ^ , 1970, before me, per
sonally appeared QikoCQ»& CO- YCUAJG > to me personally 
known, who being by me duly sworn, says that he Is MBMft Presi
dent of PURITAN LIFE INSURANCE COMPANY, that one of the seals 
affixed to the foregoing instrument is the corporate seal of said 
corporation, that said instrument was signed and sealed on behalf 
of said corporation by authority of its Board of Directors; and he 
acknowledged that the execution of the foregoing instrument was 
the free act and deed of said corporation. 

(SEAL) _ ''," 

My Commission expires: 

My Commission Expire? M?r 31. 1975 


